|
Cost of
Fulfilling
the Systems’
Master Plan
Missions

Minus State
Appropriations

Equals Their
Funding Gap

AUGUSBT 1982

COMMISSION
COMMENTS ON
THE SYSTEMS’
FINAL FUNDING
GAP REPORTS

CALIFORNIA
POSTSECONDARY
EDUCATION
COMMISSION



Summary

In Supplemental Report Language to the 1991
Budget Act, the Legislature asked the Umiversity
of Cahforma, the California State Umiversity, the
Califormia Commumty Colleges, and the Califor-
nia Student Aid Commission to each prepare a
“funding gap” report that would

1 Document the gap or difference between 1ts
State appropriation and the funding needed to
fully support 1ts unique mission under the
State's Master Plan for Higher Education,

2 Identify how that underfunding or gap has af-
fected program quality and student access to 1ts
1nstitutions,

3 Identify 1ts plans and priorities for maintaining
1ts Master Plan mission given its current level
of State funding; and

4 Provide recommendations about how the State
should fund 1t 1n the future

The Legslature also requested that the Californmia
Postsecondary Education Commission review and
comment on these reports of the systems This doc-
ument fulfills that legislative request In 1t, the
Commission summarizes the reports and 1dentifies
the steps that the Commission will take as a result
of their findings

The Commission adopted this document at 1ts
meeting of August 24, 1992, on recommendaticn of
1ts Fiscal Policy and Analysis Committee Addi-
tional copies of the report may be obtained by writ-
g the Commassion at 1303 J Street, Fifth Floor,
Sacramento, CA 95814-2938
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Background

A year ago, the Legislature recogmzed that the bud-
getary actions 1t took to resolve that year’'s $14 3
billion State budget deficit might have a significant
impact on the ability of 1ts colleges and universities
to mamntain the State’s Master Plan goals of access,
quality, and equity for higher education as codified
i1 the Donahoe Higher Education Act As s result,
1t adopted Supplemental Report Language to the
1991-92 State Budget (reproduced 1n Appendix A of
this report) directing the University of Cahforma,
the California State University, the California Com-
muntty Colleges, and the Califorma Student Aid
Commission to prepare “funding gap” reports In
those reports each agency was to:

1 Document the gap or difference between 1ts State
appropriation and the funding needed to fully
support 1ts unique mission under the State's
Master Plan for Higher Education,

2. Identify how that underfunding or gap has af-
fected program quality and student access to 1ts
institutions;

3. Identify 1ts plans and priorities for maintaining
1tz Master Plan mission given its current level of
State funding; and

4 Provide recommendations about how the State
should fund it 1n the future

The Legislature requested that each system and the
Student Aid Commission submit a prehminary re-
port to the Governor, the Legislature, and the Post-
secondary Education Commission by December 15,
1991, and a final report by April 1, 1992

The Lemslature also requested i Supplemental Re-
port Language that the Commission review both
the preliminary and final funding gap reports pre-
pared by the systems and comment on the alterna-
tives that each system considered 1n order to reduce
institutional costs, including examining if they con-
sidered changes in faculty workload practices, pro-
gram scope, or adminstrative costs in order to re-

& Commission Comments on the Systems’
" Final Funding Gap Reports

duce total cost The Legislature also asked the
Comm1ssion to raise any concerns it may have
about the effect of the systems’ decisions on the in-
tegrity of the State’s Master Plan for Higher Educa-
tion

Although the Legslature requested each agency to
submit a preliminary funding gap report by Decem-
ber 15, 1991, the Commuission did not receive all
four requested preliminary reports until late Janu-
ary 1992 At its March 1992 meeiing, the Commus-
s1on discussed the systems’ preliminary documents
and adopted a report that commented on them In
that report, the Commission outlined seven 1ssues
on which 1t would focus 1n reviewing the systems’ fi-
nal submissions.

1 The size of the gap that exists between the
gystema’ appropriations and the resources
necessary to fully support their missions un-
der the State’s Master Plan for Higher Edu-
cation, 1ncluding the methodology used for
calculating the gap and the rationale behind
using that methodology for its ealculation.

2 The effect on program quality of the funding
gap In documenting how program quality
has been affected, each system should con-
sider defining how 1t quantitatively mea-
sures the “quality” of 1ts programs and how
those measures have changed over time

3 The effect on student access of the funding
gap In documenting how student access has
been affected, each system should consider
the following factors: (1) the number of stu-
dents who applied for admission and were
eligible to enroll but who did not and the
principal reasons why they did not; (2) the
number of classes which typically would
have been offered but which were not, {3)
how the number of new and transfer stu-
dents admitted to the system has changed
over time and the reasons for those changes,
and (4) how the admission apphcation dead-
lines have changed and what those changes



have meant 1n terms of number of students
who may have been impacted.

4 The systems’ plans to maintain their mis-
siong, given their 1991-92 State General
Fund appropriation. In responding to this
portion of the legislative request, 1t would be
useful for each of the systems’ reports to
clearly articulate what theiwr prierities are
and how they will continue to ensure that
those priorities are fulfilled given no 1n-
crease in their State General Fund appropn-
ation

5 Alternatives and options that the systems
have considered for reducing their costs and
what 1mpact those alternatives would have
on program quality and student access

6 Recommendations of the systems for their
future financing and the extent to which
such funding would enable the systems to
continue to fulfill their mission under the
State’s Master Plan

7 In addition, although not called for by the
Supplemental Report Language, the Com-
muission also believes that 1t would be useful
for each of the systems’ reports to document
the 1mpact that the system has on the contin-
ued vitality, stamlity, and growth of Califor-
nia's economy,

As of August 12, 1992, the Commaission had re-
ceived the final funding gap reports from three of
the four agencies -- the Califorma State University,
the Califorma Community Colleges, and the Cah-
forma Student Aid Commission Appendix B to thig
document contains a summary of those responses 1n
light of the seven items listed above

Officers of the Umversity of Califormia have indi-
cated that they wall not submt a final funding gap
report until after the 1992-93 State Budget has
been passed

Content of the three final reports

The final reports submitted by the California State
University, the California Community Colleges, and
the California Student Aid Commuission all provide

evidence that the State 18 moving away from 1ts
ability to meet the goals outhned 1n the State's Mas-
ter Plan for Higher Education. This distressing and
unfortunate conclusion stems 1n part from the fol-
lowing observances

e In 1991-92, the Califorma State Umversity en-
rolled 270,000 full-time-equivalent students
(FTES) -- about 14,000 fewer than what demogra-
phie projections would have predicted based on
historical enrollment patterns

e That year, the Califormia Community Colleges
reported that they were unable to serve all stu-
dents who sought 1nstruction in that system --
about 100,000 students were turned away

» And during the same year, the Califorma Stu-
dent Aid Commission waa able to provide Cal
Grant awards to only one 1n four students eligi-
ble to recelve an award

All of these occurrences stem from the lack of suffi-
clent resources available to support Califorma’s his-
toric Master Plan goals and commitments The
combination of the State’s current recession com-
bined with the structural problems with 1ts budget-
ing process have left an ever-shrinking portion of
State resources available to support California
higher education California’s system of higher
education received 15 B percent of all General Fund
expenditures 1n 1987-88, but by 1991-92 1ts share
had declined to 13 6 percent

The three reports all provide fairly extensive infor-
mation about the level of underfunding and the 1m-
pact that that underfunding has had on program
quahity and student access However, they are 1n-
complete with respect to other 1ssues requested by
the Supplemental Report Language

1 None of them outlines the system’s plans or
priorities for continuing to meet its Master Plan
mission given 1ts current level of resources,

2 None puts forth recommendations on how the
system should be financed 1n the future, and

3 None examines, 1n any extensive way, cost sav-
ing alternatives -- thus preventing the Commas-
sion from commenting on “the alternatives that
each board considered to affect 1nstitutional
costs and the effect of those alternatives on fae-
ulty workload policies, program scope, and ad-



minmstrative costs,” as requested by the Legisla-
ture

Conclusion

The Commussion beheves that these three 1zsues --
(1) the systems’ plans and priorities given insuffi-
cient resources, (2) the ways Califorma public high-
er education should be financed 1n the future, and
(3} the alternatives available to the systems to re-
duce costs while maintaining quality services -- are
fundamental to the future of Califormia higher edu-
cation and must be discussed publicly, with deci-
sions made about them through conscious action
rather than being backed into as a result of resource
constraints Furthermore, the Commission recog-
mzes that since each of the systems, to some extent,
has already been forced to depart from 1ts Master
Plan misgion because of insufficient resources and
that the State will be unable to provide increased
levels of support to the systems in the future unless
changes are made 1n the State's budgetary process,
the State must begin to reexamine 1ts expectations
from California’s higher education systems

At 1ts June meeting, the Commission began to ad-
dress this 1s8ue by recommending that the missions
of Cahfornia’s higher education institutions be re-
examined within the context of available revenues
It noted that while the Commission and Califorma’s
higher education systems continue to support the
original goals of the State’s Master Plan, the re-
sources to achieve them are not available now and
likely will not be in the future, given the current
State budgetary structure As a result 1t stated
that the State must begin to realign the missions
and goals of Cahformia higher education with the
resources avallable to support them The Commis-
glon therefore recommended that the Cahforma
higher education community immediately initiate a
process to reassess the principles of the Master Plan
within the context of the State’s fiscal situation and
offer recommendations prior to January 1, 1993,
about any changes needed 1n the State’s Master
Plan for Higher Education

The Commisgion behieves that this process must be-
ginimmediately As a result, it directs that

1 Thas report and the accompanying summaries of
the systems’ final funding gap reports shall be

transmitted to the Governor, Legislature, and
other interested State officials 1n fulfillment of
the requirement of the Supplemental Report
Language

2 The Commission’s Executive Director shall im-
mediately initiate a process to implement the
Commisgion’s June recommendation to reassess
the principles of the State’s Master Plan within
the context of avatlable resources, with the sys-
tems’ funding gap reports serving as the founda-
tion for that reassessment

3 Through this reassessment, the Commission
shall analyze and provide recommendations 1n
the three areas identified above that were lack-
ing 1n the systems' final funding gap reports

4 The goal of the reassessment should be to devel-
op recommendations on ways to realign the mis-
stons of Califorrua’s higher education systems
with the resources available to support them,
such that both access and quality are main-
tained to the greatest possible degree
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Appendix A

Funding Gap Reports

California Postsecondary Education Commission

The Legislature mtends that the Calhformia Post-
secondary Education Commission (CPEC) review
and comment upon both the preliminary and final
segmental reviews of state financing of the Master
Plan for Higher Education provided for in items
6440-001-001, 6610-001-001; 6870-001-001, and
7980-001-001 of the Supplemental Report to the
1991 Budget Act In reviewing and commenting on
the individual governing board presentations, the
Commussion shall comment on the alternatives that
each board considered to affect institutional costs
and the effect of those alternatives on faculty work-
load policies, program scope, and admimstrative
costs It shall also comment on the impact of these
alternatives on program quahty and student access
to the segment The Commission 18 further request-
ed to compare the individual governming boards
plans and prionties for maintaining therr Master
Plan functions under the current state budget con-
straints, and to raise any concerns it may have
about the effect of different segmental postures on
the integrity of the Master Plan Such review shall
be submitted to the Governor and Legislature by
May 1, 1992

Unwersity of Californua

The Legislature requests the University of Califor-
ma Regents to document the extent of the current
gap, if any, between State appropriations for the
University of California and funding that 18 needed
to fully support the University’s current mission
under the state Master Plan for higher education
The review shall include where possible an 1dentifi-
cation of the consequences of the funding gap on
program quality and student access This review
should include the Regents’ plans and priorities for
maintamning theiwr mission under the current state
funding scenario, accompanied by recommenda-
tions to the Governor and the Legislature on future
State policies for financing the Umversity of Cali-
forma A prelimmary review should be forwarded

Supplemental Budget Report Language

to the Governor, Legislature, and CPEC by Decem-
ber 15, 1991 The segment’s final report shall be
transmitted to the Governor, Legislature, and CPEC
by April 1, 1992, CPEC shall comment on the seg-
ment’s final report, and transmit 1ts comments to
the Governor and Legislature by May 1, 1992 The
final segmental report should be managed =o as to
invite public comment on the Regents’ recommen-
dations

The California State Universily

The Legslature requests the Califorma State Um-
versity Board of Trustees to document the extent of
the current gap, 1f any, between State appropri-
ations for the CSU and funding that 15 needed to ful-
ly support the State University's current mission
under the state Master Plan for Higher Education
The review shall include where possible an identafi-
cation of the consequences of the funding gap on
program quality and student access This review
should include the Trustees’ plans and priornties for
mamtaining their mission under the current state
funding scenario, accompanied by recommenda-
tions to the Governor and the Legislature on future
State policies for financing the CSU A preliminary
review should be forwarded to the Governor, Legie-
lature, and CPEC by December 15, 1991 The seg-
ment's final report shall be transmitted to the Gow-
ernor, Legislature, and CPEC by April 1, 1992 CPEC
ghall comment on the segment’s final report, and
transmit 1ts comments to the Governor and Legsla-
ture by May 1, 1992 The final segmental report
should be managed so as to invite public comment
on the Trustees’ recommendations

California Communuty Colleges

The Legislature requests the Califormia Communi-
ty Coileges Board of Governors to document the ex-
tent of the current gap, if any, between State appro-
priations for the CCC and funding that 1s needed to
fully support the Community Colleges’ current mis-
sion under the state Master Plan for Higher Educa-
tion The review shall include where possible an



identification of the consequences of the funding
gap on program quality and atudent access This re-
view should include the system's plans and prion-
tiss for mantamning their mission under the cur-
rent state funding scenano, accompamed by recom-
mendations to the Governor and the Legialature on
future State pohaes for financing the cCcC A pre-
hminary review should be forwarded to the Gover-
nor, Legislature, and CPEC by December 15, 1991
The segment’s final report shell be transmitted to
the Governcr, Legisiature, and CPEC by April 1,
1992, CPEC shall comment on the segment’s final
report, and transmit its comments to the Governor
and Legislature by May 1, 1992 The final segmen-
tal report should be managed so as to invite public
comment on the board’s recommendations

Student Aid Comnmussion

The Legislature requests the Student Aid Commis-
gion {SAC) to document the extent of the gap, if any,
between State appropriations for the Commussion’s
Cal Grant programs and funding that i needed to

fully support the grant programs’ current mission
under the state Master Plan for Higher Education.
The review shall include where possible an 1dentifi-
cafion of the consequences of the funding gap on
student access and on how students meet the costs
of their education when grant funds are inadequate
This review should include the Commission’s plans
and priorities for maintaining their mission under
current state funding scenaro, accompanied by rec-
cmmendations to the Governor and the Legislature
on future state policies for financing the Cal Grant
programs A preliminary review should be forward-
ed to the Governor, Legislature, and CPEC by De-
cember 15, 1991 The SAC’s final report shall be
transmitted to the Governor, Legislature, and CPEC
by Apni 1, 1992 CPEC shall comment on the seg-
ment's final report, and transmit 1ts comments to
the Governor and Legizlature by May 1, 1292 The
final segmental report should be managed =0 as to
mvite public comment on the SAC's recommenda-
tions
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IN ITS MARCH 1992 report, Commuuasion Com-
ments on the Systems’ Preliminary Funding Gap
Reports, the Commission reiterated the seven spe-
cific areas of focus 1dentified 1n the Supplemental
Report Language that should be addressed by the
systems 1n their subsequent funding gap reports.
Asz 1t noted 1n that report, “the Commission’s review
of the systems’ final funding gap reports will focus
on the systems answers to the general questions
called for in the Supplemental Report Language ”
This review therefore utilizes those seven areas as
the means for orgamizing the Commission’s analysia
of the systems’ newly prepared reports

The California State University’s report

ISSUE 1: The size of the gap that exiats between
the system’s appropnations and the resources
necesaary to fully support its missions under the
State’s Master Plan for Higher Education, including
the methodology used for calculating the gap and the
ratiwonale behind using that methodology for its
calculation.

The State University notes that per-student State
appropriations dropped almost 10 percent between
1990-21 and 1991-92 (Display 1, below), and while
the 1992-93 budget 18 not final, 1t expects an addi-
tional cut of at least 7 percent

Had the State University’s 1991-92 budget been
calibrated to provide for normal workload, salary,

Summaries of the Final Reports

and price increases, it would have increased by $113
mullion or 5 percent. Since 1ts budget actuaily de-
creased by $57 million that year, the State Univer-
sity estimates that 1t was underfunded by approxi-
mately $170 million

The Commission 18 concerned about the data used
by the State University for this analysis, and it
noted 1ts concern 1n 1ts comments on the State Uni-
versity's preliminary report As a result, the Com-
mussion believes that the funding gap calculated by
the State University should be viewed with caution

The State University also cites estimates by the Of-
fice of the Legislative Analyst indicating that it was
underfunded 1n the Governor's original 1992-93
budget by an additional $219 milhon, based on 1ta
normal budgeting procedures, and 1t 15 reazonable
to assume that 1ts final 1992-93 budget will result
1n appropriations substantially below the originaily
proposed level

In 1tz funding gap report, the State University also
cites the Commission staff’s “Progresz Report on In-
gtructional Costs” of May 1992, which provided pre-
hminary data indicating that 1ts instructional ex-
penditures were already below those of 1ts faculty
salary comparison nstitutions even before these
cuts were exacted However, those Commission
data were preliminary, largely unrefined, and as
the Commuission staff cautioned, should not be used
for policy purposes at thig time

Finally, the State University estimates a backlog 1n
deferred maintenance totaling $235 million.

DISPLAY 1 Net General Fund Appropriehions to the California State Uriwversity, 1990-91
and 1991-92
Net General Fund Full-Time-Equivalent Appropnation in Constant Dollars/ Percent
Year Appropnation (in Milhons) Enrollment Full-Time-Eauivalent Enrollment Change
1990-91 $1,702 7 274,500 $4,342
1991-92 $1,645 3 280,220 $3,919 -9 7%

Source Office of the Chancellor, The California State Univermity
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ISSUE 2 Theeffect on program quality of the
funding gap. In documenting how program quality
has been affected, each system should consider
defining how 1t quanhitatively measures the
“quality” of its programs and how these measures
have changed over tume.

The bulk of the State Umversity’s final funding gap
report is devoted to this 1ssue, addressing the ques-
tion of program quality in a wide variety of ways.
The report 1llustrates the effect of the funding gap
on program quality 1n concrete terms by describing
the specific personnel and curricular changes made
as a result of the 1991-92 budget cuts, as well as the
planned reductions anticipated due to the addition-
al cuts expected for 1992-93,

The State University points out that almost 88 per-
cent of 1ts budget 18 devoted to personnel costs --
meaning that deep and ongoing cuts must mvari-
ably be absorbed through reductions in personnel or
changes 1n workload policies To summarize the ef-
fect of the Trustees’ 1991-22 Budget Reduction
Plan:

Personnel Reductions, 1991-92

0O Reduction of 868 non-faculty positions across
the system, including the system office.

O Over 400 faculty and department chair va-
cancies left unfilled

0O 229 faculty position deficiency due to dele-
tion of funds to replace faculty on sabbati-
cal

O Layoff notices sent to more than 1,000 part-
time and temporary faculty

0O Part-time contracts not renewed for ap-
proxumately 2,000 faculty

Personnel Reductions, Projected 1992-93

O Reduction of additional 1,345 faculty posi-
tions, including 153 tenured and 187 proba-
t1onary faculty

0O Layoff of 109 Management Personnel Plan
employees

O Layoff of 740 support staff

Curncular/Programmatic Changes

O Cumulative reduction of 3,800 to 4,000
course sections per term between 1990 and

1991, despite projections originally estimat-
ing a 2 percent increase 1n enrollment for
this pertod.

00 Class size 1ncreased by 7 percent between
1990 and 1991

0 Increase 1n student/faculty ratio to 20 16:1,
an increase of 7 percent 1n one year

O Drastic reductions 1n hbrary acquisitions,
as well as a reduction 1n library hours on
many campueses

Based on the State University's extensive descrip-
tions in its report, the effects of these reductions on
program quality have been rapid and severe Space
does not allow for a complete reiteration here, but
one anecdote 1n the report from a campus counsel-
ing director gives a flavor for the umpact of the cuts
across the system

The current waiting list 1n Counseling consists
of over 80 people The average waiting time 18
from two to three weeks It 18 lhikely that some
of those on the hst at the moment may not be
seen by semester’s end. It 13 certain that many
who come 1n before now and the end of the se-
mester will not be seen. What 18 unknown 18
how many are diecouraged from coming 1n at
all when they hear that there 18 a two o three
week wait

We have always tried to keep an hour or two
free for cris18 situations, but thoss have been se
numerous 1n recent wegks that even our crisis
hours are booked three to four days in advance
Counselors are burning the candle at both ends
trying to meet the need and knowing there 1s
no easy answer to the student who 1s at the
desk asking for help

ISSUE 3 Theeffect on student access of the
funding gap. In documenting how student access
has been affected, each system should consider
documenting the following factors (1)the number
of students who applied for admission and who were
eligible to enroll but did not, (2) the number

of classes which typically would have been offered
but were not, (3) how the number of new studenis
admitted to the system has changed over time

and the reasons for those changes, and {4) how the
admuission application deadiines have changed



and what those changes have meant un terms of
number of students who may have been impacted.

The State University estimates that dunng a time
of mncreasing enrollment demand 1t served some
10,000 fewer FTE student in 1291 than 1990 Fur-
ther, they estimate that 1n the event of an addition-
2] 8 percent cut 1n 1992-93 the State University wall
enroll approximately 30,000 fewer FTE students 1n
1992, resulting 1n a two-year enrollment decline of
almost 40,000 full-time-equivalent students

ISSUE 4 The system’s plan to mawntain s
mussions gwen the current State General Fund
appropriation. In responding to this portion of the
legislatwe request, it would be useful to clearly
articulate what the system’s priorities are and how
they will continue to ensure that those priorities are
fulfilled given no increase in State General Fund
approprations

In beginning the process of defiming 1ts priorities
within the context of a reduced funding base, the
State Umiversity cites Section 66202 of the Educa-
tion Code, which defines enrcllment priorities in
the followng order.

1 Continuing undergraduate students in good
standing

2 (California residents who have completed two
years work 1n a Cahformia public Commum-
ty College.

3 Calhfornia residents entering at the fresh-
man and sophomore levels

4 Residents of other states and foreign coun-
tries

The State University continues by citing the Trust-
ees’ current enrollment management policy, which
opens with the following statement

Admission to a campus shall be limited on the
bases of authorized plans and programs, and
the number of students for whom facilities and
competent staff are available to provide oppor-
tunity for an adequate college education (Title
5, Section 40650)

Both Trustee policy and the reality of campus cut-
backs serve as stark reminders that the State Uni-
versity cannot simultaneously accommodate 1n-

Appendix B

creasing enrollment and a consistently shrinking
resource base The State University maintains that
1t has thus far been able to fulfill its Master Plan ac-
cess obligations, “at least nominally ” And while
changes 1n application deadhnes and other poiicies
have served to limit enrollments, so far 1t appears
that the State University has been able to at least
technically meet 1ts mission under the Master Plan
However, the Funding Gap Report leaves no doubt
that the time 1in which unallocated budget reduc-
tions can be absorbed without unacceptable compro-
mises 1n program quality has ended, and the time
for difficult and painful prioritization has begun

The report acknowledges the State University’s on-
going commitment to recruit a diverse student
body, staff, faculty, and admimstration In addi-
tion, the Report indicates that at such time that the
preservation of program quality requires enroll-
ment management at levels below Master Plan
guidelines, the State University will follow the
priorities defined in Education Code 66202 “rigor-
ously ” However, the report does not prownde infor-
mation on how the State University plans to meet
its highest prionty of serving continuing under-
graduate and community college transfer atudents
1n the future except by excluding lower priority stu-
dents

ISSUE 5 Identify alternatives and options that
have been constdered for reducing costs and what
impact those alternatives would have on program
quality and student access

The State University’s report does not substantive-
ly address the 1ssue of cost cutting alternatives oth-
er than decreasing enrollment

ISSUE 6 Recommendations for its future
financing and the extent to which such funding
would enable the system to continue to fulfill its
muissions under the State’s Master Plan.

The State Umiversity identifies two potential fi-
nancing alternatives 1n 118 report -- increasing stu-
dent tuition, and increasing private contributions
Whiie both offer the potential for some limited fis-
cal relief, access concerns plague the tuition alter-
native unless adequate financial axd 1s also pro-
vided, which 1n turn cuts substantially into the net
revenue resulting from the tuition hikes In any



Appendix B

event, even 1If hoth alternatives were pursued to
their utmost, the Report indicates that they would
not change the basic shape of the fiscal cris1s facing
the State University and would not enable 1t to con-
tinue to fulfill its Master Plan mission

ISSUE 7 While not specifically tncluded in the
Supplemental Langucge, the Commssion also
requests that the State University document the
tmpact the system has on the continued vitality,
stability, and growth of California’s economy

The State University has commented on this subject
extensively elsewhere, but 1ts treatment of the 18-
sue 1n 1ts funding gap report 12 relatively bmef and
18 couched 1 a discussion of the broader implica-
tions of a reduction 1n educational quality The sec-
tion reads as follows

O Decreased quality for K-12 schools

CSU has major responsibility for teacher ed-
ucation m thig State The quality of the teach-
ers prepared 18 directly related to the quality of
the CSU academic and teacher preparation pro-
gram.

In addition, decreased quality 1s also a resultant
of ’opportunity losses’ For example, an 1nabl-
1ty to admit students and/or place student teach-
ers wishing to pursue bilingual credentials re-
sults 1n not fulfilling an 1mportant educational
need that results 1n decreased quality of the
teacher force and decreased support for a demo-
graphucally changing K-12 population

Other areas of high need such as mathematics
and science will be sumularly affected as poten-
tial teachers, who are fully qualified, are not ad-
mitted to teacher education programs due o en-
rollment limitations for budgetary reasons

O Decreased quality in Califormia’s workforce

The educationsl potential of the workforce will
not be realized 1n an environment of decreased
access to public higher education Severe eco-
nomic effects will be realized (e g large employ-
ers may leave the State; lost income potential
will result in decreased state revenues)
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O Decreased quality of life in California

Lack of educational opportunity for all these
wilhng and qualified to pursue educational ob-
jectives at the CSU limits the potential to
achieve many other objectives in addition to
professionel advancement Examples include
developing artistic talent, becoming involved 1in
public service opportunities, expanding intellec-
tual and cultural horizons, st

The California Community Colleges’ report

ISSUE 1 The size of the gap that exists between
the system’s appropriations and the resources
necegsary to fully support 13 missions under the
State’s Master Plan for Higher Education, including
the methodology used for calculating the gap and the
rationale behind using that methodology forits
calculation

The Califorma Community Colleges' funding gap
report by the Board of Governors udentifies three
specific areas where funding gaps exist and pro-
vides estimated funding deficiencies for each of
them

o The first and highest prornity deficiency 18 unfun-
ded enrollment, totaling 52,000 full-time-equiva-
lent students in 1991-92 This deficiency stems
from the State’s practice of financing commumnty
college enrollment growth at rates consistent
with growth in adult pepulation, regardless of
whether enrollment of eligible students 18 grow-
ing at faster or slower rates The result 1s that
the commumty collegea enroll a large number of
ehigibie students for which they receive no State
funding The Board of Governors estimates that
to fund students that are currently enrolled
above the State's “enrollment cap” would cost
$161 milhon

¢ The second 1dentified deficiency 12 substandard
programmatic support, estimated as the differ-
ence between the per student funding called for
n formulas adopted by the Board of Governors
($4,800 per full-time-equivalent student), and



the current actuel funding level of approximate-
ly $3,100. In addition, the Board 1dentifies a gap
between actual funding provided for staff and fa-
cility maintenance and the amount recommend-
ed 1n statuts and by Board pohicy. The Board es-
timates a total annual cost of $1 587 billion to
remedy these deficienctes

The Commssion believes that this portion of the
Board’s report should be viewed with caution.
The Legislature has requested the Commission
to analyze the funding formula adopted by the
Board on which this gap 1s calculated, and the
Commussion 18 endeavoring to complete the re-
view of the community colleges funding formulas
1n the near future.

« Finally, the Board 1dentifies current and project-
ed shortfalls in capital outlay funds, indicating
that approximately $200 million annually w1ll be
required over the next 15 years just to maintain
access for current enrollment levels, while actual
appropriations are runmng at only half that lev-
el In addition, projected increases mn enrollment
traply a need for increasing the availability of
capital outlay funds related to expansion. The
Board estimates that to remedy current capital
outlay deficiencies related to both existing en-
rollment and projected enrollment growth would
require an additional $480 milhon annually n
capital outlay funding

ISSUE 2 The effect on program quality of the
funding gap. In documenting how program qualily
has been affected, each system should consider
defining how it quantitatively measures the
“quality” of us programs and how these measures
have changed over time

The Board of Governors uses several generally ac-
cepted proxies to address the extent to which sys-
tematic funding deficiencies are affecting program
quality As noted above, 1t derives the specific cost
estimate for assessing existing programmatic defi-
ciencies through the difference between current per-
student funding and the financing called for in the
formulas developed by the Board to implement the
program-based funding requirements contained 1n
AB 1725

In addition, the Board compares per-student fun-
ding i the Califermia Commumity Colleges with
funding in a sample of eight large 1ndustrial states
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and a broader sample of 38 states. For the Califor-
nia cost estimates, 1t utilized data from only 33 dis-
tricts, encompassing two-thirds of the California
Community Colleges’ total enrollment, but the re-
sulting cost estimates for these 33 districts are rea-
sonably consistent with estimates developed inde-
pendently by CPEC. The Board found that funding
per full-time-equivalent student in the California
Community Colleges was lower than 1n all eight in-
dustrialized states and was roughly $1,000 per stu-
dent lower than the average funding for the broader
sample of 38 states When comparing the Califor-
nia Communty Colleges’ funding to the top ten
states nationally -- a recommended Proposition 111
funding standard -- per-student funding 1n Califor-
nia falls approximately $2,000 below the average
These findings are especially disturbing given the
unique challenges facing many California Commu-
nity College districts and the extraordinarily com-
plex missions mnvolved with addressing the some-
times competing demands of large immigrant popu-
lations, career retraining programs, vocation-
al/technical programs, and collegiate transfer pro-
grams

Finally, the Board of Governors’ report addresses
the impact of the funding gap on program quality
through an examination of changes 1n student/fac-
ulty ratios over time This analysis found a 20 per-
cent increase in full-time-equivalent student/full-
time equivalent faculty ratios -- from 29 4'1 1n
1977-78, just prior to the enactment of Proposition
13, to 34 7.1 1n 1990-91 Simularly, the Board esti-
mates average class size for 1991-92 at 31 students
-- a 10 percent increase from 1981-82 and the high-
est level in the past decade

These findings are summarized 1n a table of
Program-Based Funding Standards contained on
page 15 of the Board’s report

Recommended Standard Actual
1 Full-time faculty teach They teach
75% of credit 1nstruction 65%
2 Faculty salaries are They are
comparahble to CSU $6,700 less
3. Resources equate to top They are

10 among other states $2,000/FTE less

4 A student/faculty
ratioof 25 1

The ratio
15351

1"
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5 Adequate support staff Not
and supphies ascertained

6 Academic admimstration Not
budgeted as 12% of above. ascertained

Staff 1n the Chancellor's Office estimate that ade-
quate financing of Standard 3 would generate ade-
quate funding to finance Standards 4, 5, and 6

Again, the Commission will be reviewing these stan-
dards 1n 1ts future work

ISSUE 3+ The effect on student access of the
funding gap. In documenting how student access
has been affected, each gystem should consider
documenting the following factors (1)the number
of students who applied for admission and who were
elignble to enroll but did not, (2) the number

of claases which typically would have been offered
but were not, (3) how the number of new students
admatied to the system has changed over time

and the reasons for those changes, and (4)how the
admussion application deadlines have changed
and what those changes have meant in terms of
number of students who may have been impacted

Through a combined analysis of hustoric participa-
tion rates and observed student withdrawals, the
Board of Governors estimates that current enroll-
ment 18 approximately 280,000 students lower than
actual demand would normally generate, given ade-
quate levels of financial support Of this total, 1t es-
timates that 120,000 have been unable to obtain
the classes they wanted, among whom approxi-
mately 45,000 enrolled but withdrew by the fourth
week of instruction The Board surmises that the
remawmng 160,000 studentz did not enroll a3 a re-
sult of the chronic underfunding experienced by the
commumty colleges since 1mposition of enrollment
caps in the early 19808 It derives thas figure by ap-
piying the 1981-82 community college participation
rate to the State's population in 1991-92

The Board of Governors also notes that the Califor-
nia Community Colleges face additional pressure
for access from students who previously would have
heen expected to attend the University of Califormia
or the California State University, but are instead
choosing commumty college programs hecause of
the variety of funding problems facing the four-year
wmstitutions The Board estimates this additional
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enrollment pressure to be as much as 24,000 stu-
dents

ISSUE 4 Thesystem’s plan to matniain its
mussions given the current State General Fund
appropriation In responding to this portion of the
legislative request, it would be useful to clearly
articulate what the system's priorities are and how
they will continue to ensure that those priorities are
fulfilled given no wnerease in State General Fund
appropriaiions

In 1ts final funding gap report, the Board of Gover-
nore does not delineate specific priorities from
among 1ts varied missions 1n the event of continued
msufficient funding Rather, it indicates that such
priority-setting should be left to individual districts
m order that they may tailor their efforts to address
the local and often unique circumstances i which
they find themselves In addition to not identifying
prionities, the Board does not provide information
on how the community colleges wall carry out their
misgion 1n the future

ISSUE 5 Identify alternatives and options that
have been considered for reducing costs and what
umpact those alternatives would have on program
quality and student access

Among the range of alternatives reviewed by the
Board within traditional inatructional delivery
techniques are increasing class size and increasing
use of part-time faculty, peer tutors, and teaching
assistants However, the Board also raises concerns
as to the effect these policies would have on pro-
gram quality, especially since the community col-
leges already fall below the class size, student/fac-
ulty ratio, and reliance on full-time facultv goals
embedded within the program-based funding stan-
dards.

Among less traditional alternatives the Board re-
ferences the work of 1ts Commussion on Innovation,
whose work 18 currently in progress Some propos-
als which may be recommended by the Commission
on Innovation have promise for swift implementa-
tion, such as more effective utilization of the aca-
demic calendar Other alternatives such as interec-
tive television, computer-aided 1nstruction, and the
entire “distance learnming” realm may offer poten-
tial for long-term 1mprovements 1n productivity



But as the Board correctly points out, these more
nontraditional alternatives will also require sub-
stantial capital investments and will require some
time for full implementation, much less realization
of any expected cost savings

ISSUE 6- Recommendations for its future
financing and the extent to which such funding
would enable the system to continue to fulfill its
muissions under the State’s Master Plan.

The assessment of the Board of Governors inits fun-
ding gap report 1s that federal or State support will
not increase significantly for the Califorma Com-
mumity colleges above levels previously projected
In addition, while the Board indicates that some po-
tential may exist for selectively raising student fees
and developing new partnerships with the business
community, 1t is8 unlikely that these options will
contribute substantially to closing the funding gap
identified 1n the report In addition, low-cost alter-
natives hold some promise for 1mproving efficiency
at the margin, but major \nnovations 1n educational
delivery techniques will require sigmificant new 1n-
vestments which seem extremely unlikely 1n this
fiscal environment

As a result, the Board of Governors estimates that
under a nearly best-case scenario the rate of 1n-
crease in the community colleges’ funding gap may
be stopped and possibly even narrowed shightly

However, under the State’s current financing strue-
ture, even with the funding guarantees provided in
Proposition 111, the Board does not believe that the
community colleges will be able to reduce their fun-
ding gap sigmficantly through at least the end of
this decade

ISSUE 7 While not specifically included in the
Supplemental Language, the Commuission also
requests that the communuty colleges document the
impact the system has on the continued vitality,
stability, and growth of California’s economy

The most substantive discussion of this 1ssue 1s
found on page 31 of the community colleges’ fund-
ing gap report, where the Board of Governors notes

The ability of the Califormia Commumity Col-
leges to meet their mission, as defined by the
Master Plan, 15 vital to the econom:c and social
development of Califormia The Colleges have a
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particularly significant role to play in helping
close the potential gap between the State’s new
Jobe and the lack of skilled labor available to
fill them. Community Colleges not only pro-
vide mmdividuals with transfer and vocational
education for these new jobs, but they also en-
roll more individuals than do other postsecon-
dary institutions from the groups (women, mi-
nority, immigrant, etc ) that will comprise most
of the new workers

The California Student
Aid Commission’s report

ISSUE 1 The size of the gap that exists between
the system's appropriations and the resources
necessary to fully support its miasions under the
State’s Master Plan for Higher Education, tneluding
the methodology used for calculating the gap and the
rationale behind using that methodology for its
calculation.

In 1ts report, the Califormia Student Aid Commis-
sion documents that funding for the Cal Grant pro-
grams 18 far less than necessary to meet the pro-
gram’s stated Master Plan mission Specifically,
the programs are underfunded by $51 milhon 1n the
proposed 1992-93 budget and will need about $1 5
billien 1n more funds over the next decade to
achieve the long-term statutory objectives of (1)
providing new Cal Grant awards to 25 percent of
the high school graduating class, (2) providing full
fee funding for recipients attending the state’s pub-
lic universities, and (3) providing funding for the
maximum Cal Grant award level for recipients at-
tending the State’s independent colleges and umi-
versities

The report notes that currently only about one 1n
four students elipable for a Cal Grant award actual-
ly receives one

ISSUE 2 The effect on student access resulting
from the funding gap

The Student Aid Commission notes that if the State
continues to underfund Cal Grants, enrollment 1n
postsecondary 1nstitutions 1s far less likely to re-
flect the State’s diversity among 1ts various income
and ethnic groups

13



Appendix B

The Student Aid Commission also notes that the
percentage of Cal Grent recipients attending the
State's independent mstitutions has declined over
time, which may be partially a result of the signafi-
cant difference between the tuition levels charged
by those mnatitutions and the maximum Cal Grant
award level that has not been fully funded and 1s
currently about $2,000 less than the level called for
m State statute As a result, the Cal Grant program
18 not providing the same level of choice among edu-
cational institutions that 1t once did

ISSUE 3 How students meet the cost of thewr
education when grant funds are inadequate

The Student Aid Commission notes that student
borrowing has increased significantly over the past
three years 1n light of insufficient grant resources
and rising costs Between 1988-89 and 1990-91,
student loan borrowing increased $36 mullion at the
California State University, $55 million at the Uni-
versity of California, and $65 million at the State's
independent colleges and universities Borrowing
m the first six months of thig fiscal year also 1n-
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creased -- by 28 percent at the State University, 22
percent at the Univeraity, 25 percent at the inde-
pendent colleges and universities, and 43 percent at
the commumnty colleges

ISSUE 4 The Student Aid Commussion’s plans
and priorities for the Cal Grant Program, gwen the
current level of State General Fund appropriation.

The Student Aid Commigsion does not outline 1n 1ts
report its plans or priorities relating to the Cal
Grant programs but notes that by not adequately
funding them, the State 18 not maintaimng the hs-
torie level of access to college that 1t once provided
to 1ts citizens.

ISSUE 5. Recommendations for the future
financing of the Cal Grant programs

The Student Aid Commission does not provide rec-
ommendationg 1n its report about how the Cal
Grant programs should be funded 1n the future oth-
¢r than through additional State resources



CALIFORNIA POSTSECONDARY EDUCATION COMMISSION

HE Califorma Postsecandary Education Com-
mission 1S a citizen board established i 1974
by the Legaslature and Governor to coordinate
the efforts of California’s colleges and umiversities
and to provide independent, non-partisan policy
analysis and advice to the Governior and Legslature.

Members of the Commission

The Comnussion consists of 17 members. Nine rep-
resent the general public, with three each appomted
for six-year terms by the Governor, the Senate Rules
Commuttee, and the Speaker of the Assembly Six
others represent the major segments of postsecond-
ary education m Cabiforma Two student members are
appomted by the Govemor

As of Apnl 1993, the Comnussioners representing
the general public are:

Henry Der, San Francisco, Chair

C Thomas Dean, Long Beach, Vice Chair

Mim Andelson, Los Angeles

Tong Soo Chung, Los Angeles

Helen Z Hansen, Long Beach

Man-Luci Jaramuilo, Emeryville

Lowell J. Paige, El Macero

Stephen P, Teale, M.D , Modesto

Representatives of the segments are
Alice J Gozales, Rocklin, appomnted by the
Regents of the Unuversity of Califorma,

Yvonne W, Larsen, San Diego; appomted by
the Califorma State Board of Education;

Timothy P Hadinger, Rancho Santa Fe,
appownted by the Board of Governors of the
Califorma Commumnty Colleges;

Ted ] Saenger, San Francisco; appownted by
the Trustees of the Califormsa State Untversity,

Kyhl M Smeby, Pasadena, appointed by the
Governor to represent California’s independent
colleges and universities, and

Harry Wugalter, Ventura, appointed by the
Council for Private Postsecondary and
Vocational Education

The student representatives are

Chnistopher A. Lowe, Placentia
Beverly A Sandeen, Costa Mesa

Functions of the Commission

The Comnussion is charged by the Legislature and Gov-
emmnor to *‘assure the effective utilization of public post-
secondary education resources, thereby eliminating
waste and unnecessary duplication, and to promote di-
versity, mnovation, and responsiveness to student and
societal needs ™’

To thus end, the Commussion conducts independent re-
views of matters affectng the 2,600 mnsttutions of post-
secandary education i Califorma, including community
colleges, four-year colleges, umversities, and profes-
sional and occupational schools

As an advisory body to the Legislature and Governor,
the Commission does not govern or admunister any in-
sttutions, nor does it approve, authonze, or accredit any
of them. Instead, it performs its specific duties of plan-
mng, cvaluation, and coordination by cooperating with
other State agencies and non-governmental groups that
perform those other goverming, administrative, and as-
sessiment functions

Operation of the Commission

The Comnussion holds regular meetings throughout the
year at which it debates and takes action on staff stud-
1es and takes positions on proposed legslation affecting
education beyond the ligh school in Califorma. By law,
Its meetings are open to the public  Requests to speak
at 2 meeting may be made by wnting the Commussion
in advance or by submitting a request before the start
of the meeting,

The Commussion’s day-to-day work 1s carmed out by its
staff in Sacramento, under the guidance of 1ts executive
director, Warren H Fox, Ph D, who 1s appointed by
the Commussion Further information about the Com-
mussion, its work, and 1ts publications may be obtamed
from the Commussion offices at 1303 | Street, Suite
500, Sacramento, Cahforma 98514-2938, telephone
(916) 445-7933



COMMISSION COMMENTS ON THE SYSTEMS’
FINAL FUNDING GAP REPORTS

California Postsecondary Education Commission Report 92-20

ONE of a series of reports published by the Commuas-
sion as part of 1ts planming and coordinating respon-
sibilities. Additional copies may be obtained wathout
charge from the Publications Office, Califorma Post-
secondary Education Commission, 1303 J Street,
Fifth Floor, Sacramento, California 95814-2936

Recent reporta of the Commigsion include

92-4 Prospects for Long-Range Capital Planning
mn California Public Higher Education A Prelimi-
nary Review A Staff Report to the Cahforma Post-
secondary Education Commission 'January 1992)

92.5 Current Methods and Future Prospects for
Funding California Public Higher Education' The
First 1n a Series of Reports on Funding California’s
Colleges and Universities into the Twenty-First Cen-
tury (March 1992)

92-6 Commission Comments on the Systems’ Pre-
hminary Funding Gap Reports: A Report to the Leg-
1slature and the Governor 1n Response to Supplemen-
tal Report Language of the 1991 Budget Act (March
1992)

92-7 Analyses of Options and Alternatives for
Califormia Higher Education' Comments by the Staff
of the California Postsecondary Education Commis-
sion on Current Proposals for Change 1n California’s
Public Colleges and Universities (March 1992)

92-8 Faculty Salaries in Califorma’s Public Uni-
varsities, 1992-93: A Report to the Legslature and
Governor 11 Response to Senate Concurrent Resolu-
tion No 51(1965) (March 1992)

92-9 Fiscal Profiles, 1992 The Second in 2 Series
of Handbooks about the Financing of California Post-
secondary Education (March 1992)

92.10 Student Profiles, 1991 The Second 1n a
Series of Annual Factbooks About Student Participa-
tion 1n California Higher Education (March 1992)

92-11 Meeting the Educational Needs of the New
Cahfornians. A Report to Governor Wilson and the
Califormia Legislature in Response to Assembly Con-
current Resolution 128 (1990) (March 1992)

92-12  Anaslysis of the 1992-93 Governor's Bud-
get A Staff Report to the Cahforma Postsecondary
Eduecation Commussion (March 1992)

92-13 Postsecondary Enrollment Opportunities
for High School Students' A Report to the Legislature
and the Governor 1 Response to Chapter 554, Stat-
utes of 1990 (June 1992)

92-14 Elgibility of California’s 1990 High School
Graduates for Admission to the State's Public Um-
versities A Report of the 1990 High School Ehgibil-
ity Study (June 1992)

92-15  Progress of the California Science Project
A Report to the Legislature in Response to Chapter
1486, Statutes of 1987 (June 1992)

92-16 Supplemental Report on Academic Sala-
ries, 1991-92 A Report to the Governor and Legisla-
ture 1n Response to Senate Concurrent Resolution
No 51 (1965) and Supplemental Language to the
1979 and 1981 Budget Acts (August 1992)

92-17 AFramework for Statewide Facilities Plan-
ning' Proposals of the California Postsecondary Edu-
cation Commission to Improve and Refine the Capital
Outlay Planmng Process in California Higher Educa-
tion (August 1992)

92-18 Guidehnes for Review of Proposed Univer-
s1ty Campuses, Community Colleges, and Education-
al Centers, A Revision of the Commission’s 1990
Guudelines for Review of Proposed Campuses and Off-
Campus Centers (August 1992)

92-19  Approval of the Lemoore Center of the
West Hills Community College District. A Report to
the Governor and Legislature 1n Response to a Re-
quest from the Board of Governors to Recognize the
Center as the Official Community College Center for
the Lemoore/Hanford Area of Kings County (August
1992)

92-20 Commission Comments on the Systems’
Final Funding Gap Reports A Second Report to the
Legslature and the Governor in Response to Supple-
mental Report Language of the 1991 Budget Act
(August 1992)

92-21  Services for Students with Disabilities 1n
Califorma Public Higher Education, 1992: The Sec-
ond 1n & Seres of Biennial Reports to the Governor
and Legislature in Response to Assembly Bill 746
{(Chapter 829, Statutee of 1987) (August 1992)

92-22 Exchanging Students with Eastern Euro-
pe: Closing a Half-Century Learming Gap* A Report
to the Governor and Legislature in Response to As-
sembiy Concurrent Resolution 132 (Resolution Chap-
ter 146, Statutes of 1990) (August 1992)

92-23 1992.93 Plan of Work for the California
Postsecondary Education Commission. Major Stud-
1es and Other Commission Activities (August 1992)
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